Introduction
• The most important proactive policy to assist households into homeownership continues to be the Right to Buy which has helped almost two million council tenants to purchase their own homes.
• Low cost homeownership schemes (LCHO) aim to make available additional housing for those unable to afford to buy wholly from their own resources.
• Shared ownership (SO) and Homebuy both aim to help social tenants and those on the housing waiting list to achieve partial, and ultimately, full homeownership, based on new build or market housing. The Starter Home Initiative and Key Worker Living policies have been more closely targeted but are based on similar principles.
• All of these LCHO initiatives are both relatively small scale and quite tightly constrained in order to ensure that benefits go to those who both can achieve sustainable homeownership and who cannot do so without assistance.
• A further objective in some circumstances is to vacate social housing so that it becomes available for those in greater need. It is therefore important to understand in some detail exactly who is able to benefit from the different schemes and whether the outcomes are consistent with government objectives.
The Spatial Pattern of LCHO Sales
• Over most of the last decade SO has dominated the LCHO market. Homebuy has been quite limited although funding has been increasing and increasingly concentrated on the more specific employment related initiatives.
• The vast majority of SO sales have occurred in London and the South and that proportion has been growing since 2000. Homebuy is even more directed at London and the South although the proportion in the Midlands has lately been growing. If SHI/KWL is included the extent of concentration in pressure areas is even greater.
Who are the purchasers?
• The most important group buying SO are single adults, followed by couples.
• The proportion of family households has fallen very significantly over the period especially in the North.
• Except in the North, where there are anyway very small numbers, almost all purchasers are economically active. Moreover over a third (i.e. a significant majority of those with at least two adults in the household) have two or more workers.
• Homebuy purchasers are far more likely to be family households, although again the proportion is falling. Outside the South a significant proportion are single parents. The proportion of BME households is also higher. Almost all are economically active but the proportion of 2+ workers is lower outside the South.
What do they buy?
• The majority of SO dwellings have been houses but the proportion of flats is growing rapidly and now accounts for nearly 50% of sales.
• The majority of units purchased are two bedroom homes, although the proportion of one bedroom units is growing. Homebuy dwellings are very different -far more likely to be houses even in the South, with a significant majority being three+ bedrooms.
• The proportion of SO purchasers who were social tenants immediately before purchase has fallen rapidly and now accounts for around 12% of buyers. Private tenants and living with friends and family dominates.
• The majority of Homebuy purchasers in 1999 came from the social sector. However the proportion is now much lower with more coming from the private rented sector or from living with friends and family. Homebuy purchasers are also far more likely to have been on the waiting list than SO purchasers.
House Prices
• The values of properties bought in London and the South are around 50% higher than in the rest of the country and have been rising more rapidly. In 2004 they were more than double the values in 1995 -as compared to 80% higher in the Midlands and 50% in the North.
• Homebuy properties are cheaper than SO in the South but the relationship elsewhere varies. On average, both are around 20% cheaper than average property prices, except in the North.
Income Profiles
• Median incomes are around 40% higher in London and the South than elsewhere in the country, while the incomes of Homebuy purchasers, although varying across regions and over time, is around 20% higher the for SO purchasers. Their incomes are also very significantly below that of first time buyers perhaps by as much as 30% for shared ownership and 35% for Homebuy purchasers.
Affordability
• The gap between house prices and incomes has increased quite significantly, especially in the South for SO purchasers. The pattern was less clear for Homebuy until 2002.
• Price income ratios have similarly increased over the period although with considerable volatility. At the turn of the century those for Homebuy were around 3.5:1 in all regions. They are now between 4 and 5:1 for SO • The upward trend is much steeper for SO-from around 4 to between 5 and 6:1.
• SO purchasers have more savings than Homebuy purchasers and those in the South have more than those in the rest of the country. Savings have also been going up over the period. Older households have considerably higher savings.
• Residual income calculations (what people have left to spend after housing costs) suggest that those in the South have a higher capacity to purchase other goods and services than in the Midlands and the North. On average Homebuy purchasers have around 20% more residual income than SO purchasers.
• More detailed analysis by household type suggests that couple and two adult family households have significantly more residual income than lone parents and particularly single person households.
• SO and Homebuy clearly play very different roles with respect to income and property type. SO perhaps have lower incomes and obtain less housing and Homebuy purchasers are less stretched by their purchase .
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The objectives of the paper
The UK government has identified the need to concentrate investment, both public and private, in the provision of low-cost homeownership (LCHO) as first time buyers find it more and more difficult to access owner-occupation through traditional open market routes. New initiatives are concerned with increasing the role of private finance through equity mortgages as well as providing a range of shared ownership schemes aimed at key workers and pressure areas. This raises important issues for both private finance institution and government: the institutions are taking on new risks about which they know little, while government wishes to target assistance closely on those who cannot achieve owner-occupation in other ways.
This paper reports on a project looking at how the benefits and risks vary between areas under current schemes. Using secondary data from 1995 -2004, the paper aims to identify key issues relating to the demand for existing low cost homeownership schemes concentrated on:
(i) whether the pattern of LCHO sales varies across different types of local housing markets (measured by the extent of pressure in the market and the gap between social housing and market housing costs); (ii) the attributes of LCHO purchasers and how they differ between areas; and (iii) the extent to which these groups and the dwellings they purchase represent different financial risks by identifying how the LCHO group fits within the local income distribution, and the property values compare to the distribution of the local house prices.
Conclusions will then be drawn about the extent to which schemes are supporting appropriate groups from the point of view of government and financial institutions.
Policy background
A recurring theme in UK government policy over the last twenty five years has been the objective of increasing the extent of sustainable home ownership, first from the relatively low level of 55% of the 1970s to rates near or above the European average of around 70% (Freeman et al, 1996) -and how raise this proportion still further to perhaps 75%. (Scanlon & Whitehead, 2004; ODPM, 2005) .
As a result of both general finance and housing policies and specific initiatives over the last decades the home ownership rate has risen from around 56% in 1980 to almost 70% in the twenty first century (Whitehead, Gibb & Stephens, 2005a) . A significant part of this growth has been achieved by policies that have actively helped social tenants to buy their own homes via the Right to Buy (Munro, Monk & Pawson, 2005) which has transferred nearly 2 million dwellings from social into private ownership.
Another element of this policy has been the development of low-cost homeownership schemes that help tenants and potential Homebuy purchasers to purchase their own homes through shared ownership and other limited subsidy initiatives (Booth and Crook, 1986 ). These initiatives have over much of the period been relatively small scale and the emphasis has tended to be on traditional shared ownership (Housing Corporation, 2003; . However as both the economic environment and housing opportunities have changed the emphasis on this type of approach has grown.
In the late 1990s a new shared equity mortgage product, Homebuy was introduced with some success aimed particularly at those wanting to purchase from the existing market stock. At the same time housing affordability and the public sector recruitment crisis emerged as two critical social problems, especially in the South East. In 2001 the government launched the Starter Homes Initiative (SHI) to help combat the recruitment crisis occurring in the public sector, aiming to help 80,000 key workers buy their first homes in areas where house prices are particularly high, mainly in the South East (ODPM, 2002) . This was replaced by the Key Worker Living initiative based on Homebuy principles. In 2005 the government has announced a range of new schemes for sustainable home ownership and identified the need to concentrate investment, both public and private, in the provision of low-cost homeownership (LCHO) scheme. These both consolidate existing approaches and aim to bring in further private sector commitment (ODPM, 2005) . This raises important issues for both private institutions and government. The private institutions are taking on new risks about which they know little, while government wishes to target assistance to those who cannot achieve owneroccupation in other ways. It is in this policy context that this paper addresses the issues of who has been finding the main established schemes beneficial and therefore the extent to which the new initiatives might help achieve current objectives.
Section 2 of the paper sets out in more detail the economic rational for the policy and therefore the criteria in which the policy might be judged and the more immediate and practical barriers identified by the Home Ownership Task Force on which current government policy is stated to be based (Housing Corporation, 2003; ODPM, 2005) .
The two policies of particular relevance are: -Traditional Shared Ownership which has been the most consistent policy initiative since 1980 which will be phased out in favour of New Build Homebuy; and Homebuy, which will be replaced by Market Homebuy including an element of private sector finance.
The empirical questions that we address aim to help clarify who are the client groups for these types of initiative; whether these groups are similar for different types of initiative; and therefore what might be the impact of changing their structure. In this context we look particularly at:
Whether the patterns of the Shared Ownership and Homebuy sales vary across different types of local housing markets (measured by the extent of pressure in the market and the gap between social housing and market housing costs);
The attributes of the LCHO purchasers and how they differ between areas; and The extent to which these groups and the dwellings they purchase represent different financial risks and achieve affordability. The Principles
Government housing policy in the UK has concentrated on a number of key issues: Reducing government expenditure; Privatisation and deregulation enabling private equity and finance to substitute for public sector funding; Targeting subsidy on the neediest groups of households; Meeting housing aspirations and providing choice, particularly with respect to tenure; and Building a property owning democracy (Whitehead, 1994) .
Low cost home ownership initiatives can help address these issues in a direct and coherent fashion: First, by targeting social tenants and those on the waiting list who are able to pay more than social rents but not able or prepared on their own to pay full market costs, low cost home ownership initiatives can help reduce government expenditure. Moreover if enabling households to enter owneroccupation increases their savings and asset holdings these households are better able to address variations in income and meet with their own needs as they grow older. Thus it is not just immediate expenditures that are cut but long-term government commitments. Second, low cost home ownership initiatives are accompanied by careful discussion with private lenders about the terms and conditions under which finance will be made available. At the same time, the subsidy implicitly provides a safety net for the lenders, reducing the rate to be charged to level similar to those available for better-off homeowners. Risk reduction therefore benefits the potential purchaser by lowering mortgage costs and also increases their incentive to build up their own equity stake. Third, if those able to pay more than social rents can be transferred from the social sector rental subsidies can be better targeted on the poorest households. Fourth, over 80% of people questioned in annual surveys undertaken for the Council of Mortgage Lenders, state that they want to be owner-occupiers within 2 years and more than 85% within ten years (CML, various issues) so enabling households to achieve homeownership who otherwise would not be able to do so clearly meets the choice and aspiration agenda, and support the development of a property owning democracy.
It is hardly surprising therefore that a large number of UK government initiatives over the last thirty years have been concentrated on trying to increase sustainable homeownership by limited subsidies targeted specifically at those on the margins of being able to purchase and at those for whom homeownership is most likely to be beneficial. These include existing social tenants who are regularly employed; potential first-time purchasers unable to purchase because of the high access costs but who should be able to sustain owner-occupation into the future; and older households who missed out earlier on in their lives, but who have had some capacity to save and wish to own.
In household terms those most likely to benefit from the attributes of owning are those in relationships often with children who want to make a stable home and are unlikely to want to move except to improve their housing conditions if their household circumstances get better (Whitehead, 1979) .
In the UK, as in very often market-based economies, the possibility of making capital gains from owner-occupation has been of particular relevance, as has been the fear of being excluded from these gains by not being able to enter owner-occupation. This together with changing social factors which means that many households are remaining single, or going through periods of living alone as a result of family break-up can mean that there are large numbers of single person households who wish to purchase. Such households often find it particularly difficult to access homeownership because they rely on one income and are competing with households with two incomes, often purchasing similar property (Wilcox, 2002; Llewellyn Davis etc. 2003) . This is an important issue in terms of government policy, which does not generally see helping younger single person households as a high priority (Whitehead, 1998) .
It is clear from this analysis that well-directed low-cost homeownership initiatives should have a number of attributes:-(i) They should limit deadweight losses -i.e. they should not provide subsidy to those able to pay for themselves into the longer run; (ii) They should concentrate on households where the benefits of owneroccupation are greatest, notable couple and family households but also perhaps those for whom there are labour market reasons for assistance; (iii) Those enabled to obtain low-cost homeownership should be able to sustain their position without the need for further assistance in the future -i.e. households should not be helped to buy who at the first adverse variation in their circumstances cannot pay the mortgage as well as meet other commitments.
In addition it can be agreed that low-cost homeownership initiatives should be structured to address issues of who can bear different types of risk most effectively and, on the other hand, perhaps to ensure that government shares in any unexpected capital gains -which tends to suggest a shared equity product rather than for instance a capital grant.
Barriers Identified by the Task Force
The LCHO task force team identified three key barriers that prevent people becoming homeowners (Housing Corporation, 2003) .
First, the affordability gap, which means simply that there is a significant differential between household incomes and house prices. Since incomes vary much less than house prices there is a very marked geographical dimension to the affordability problem that is highly concentrated in particular areas and regions. Therefore current LCHO schemes aim to help people into homeownership by reducing the price of housing.
Second, lack of savings to put down a deposit. In 2002, the average deposit provided by first-time buyers varied between £10,000 in the northern region to £40,000 in London (CML, 2003) . Transaction costs such as legal fees and stamp duty can also be a significant outlay. Conversely if the savings and deposit are significant, this clearly helps with overall affordability. The saving gap is therefore closely linked to the affordability gap.
In the 1990s, the government tried a homeowner savings scheme where it contributed to the savings being built up for a deposit. This scheme does not appear to have been evaluated. It does not seem that the pure savings barriers are currently very significant given the availability of 100% mortgages but this ignores the other lump sum costs of buying -stamp duty and legal fees (LCHO Task Force 2003) . The team emphases that transaction costs are significantly higher in other large EU countries, e.g. 13.8% of purchase price in France, 10.4% Spain, 7.4% Italy and 7.1% Germany compared to just 2% of purchase price in the UK Third, lack of information and knowledge of risks can act as a barrier if people perceive barriers to be greater than they are in reality. Those people who are well informed may have appreciated the full costs of home ownership and realised that ongoing costs are unsustainable. This should be seen as a positive outcome.
Risks of homeownership
The UK government has already delivered key aspects of affordable home ownership through high and stable employment and low long-term interest rates. But this could change and sustainability remains a concern. People on lower incomes are generally at higher risk, as it is more difficult for them to accommodate changes. Also homeowners are an increasingly diverse sector with more than half coming from the lowest income quintile (Burrows, JRF, 2003) .
Research suggests that around 40% of the total home owning population could have difficulties keeping their homes if they experience significant changes in their personal circumstances such as unemployment, serious illness or relationship breakdown (ODPM, 2003 ).
An important factor here is that many will not have insurance and sufficient savings to tide them over to help the repayments. A best estimate is that only around 35% of new borrowers have some insurance based cover and although the spread by income is reasonable, we know that take-up falls with age and that couples are more likely to have insurance than single people.
The ODPM evaluation report (2002) confirms that sustainability is a serious issue, and that the risks of financial difficulty are as high in regions with high demand as regions with low demand. There is a body of research (JRF, 2003; Gentle et al, 1994) on mortgage difficulties and possessions, which show that the main triggers for difficulty are dramatic changes in the personal circumstances of homeowners (marital break-up, loss or change of job, illness). There is some regional dimension, insofar as the ability of households to sell depends on the state of the local market and the availability of alternative, more affordable housing.
It is also important to aware of risk of over-indebtedness. The evidence here points to the existence of a minority of households who are paying significant proportions -sometimes more than 90% -of their income on debt repayments. Young households, those on low incomes, large families, and those with a large number of credit commitments all fall into this category.
In the following sections we look at the patterns of low cost homeownership sales since 1995 when details of individual purchasers first became available through CORE (the Continuous Recording System). Section 3 gives an overview of their relative importance; Section r concentrates on who purchases what; Section 5 looks at income and Section 6 at different measures of affordability.
3
The Pattern of LCHO sales Between 1995 and 1999, Shared Ownership (SO) accounted for the greater proportion of LCHO schemes at over 50%, but since 2000, Right to Buy has again taken over with SO, now the second largest. It may also be noted that since 2002 SHI steadily increased its share to 27% (only to be replaced by Key Worker Living). Homebuy sales are focused more on pressured areas i.e. London and the South with over 80% being provided for the past five years. It is however evident that since 2002 the proportion in the Midlands has increased at the expense of London and the South. In general over 80% are young households (younger than 39 years old). On average those in the North are slightly older than those in London/South and Midlands, comprising 60% of young household group (younger than 39 yearold) and 16-17% of elderly household (over 65 years old). The majority of shared ownership purchasers are white ethnic (80% in London/South and over 90% in the Midlands and North). The proportion of BME is rather high in London/South at 15% compared to 5-8% in the Midlands and North. Nearly all households are economically active (98% in London/South, 92% in the Midlands). However, 20% of households in the North are retired. 
Homebuy purchasers
Homebuy purchasers are more likely to be family households with children. In general, over 50% are two parents or lone parent family with children and 30% are single or couple households. In the Midlands and North, the proportions of lone parent household are higher (20-30%) than those in London and the South (10%). Generally 70% of Homebuy purchasers are from the white ethnic group however, the proportion of BME is higher than that from the SO purchasers (30% in London/South, 20-25% in the Midlands and North). Ninety-nine per cent of Homebuy purchasers appear to be working households, there being no difference between regions in this respect. 
Attributes of property purchased
Shared Ownership
The majority of dwellings bought by SO purchasers are detached/semidetached houses, though there has been reducing popularity since 1999. Nearly half of the dwellings are flat/maisonettes in 2003/04. In the Midlands and North, the majority of dwellings purchased are houses, however the proportion of flats in the North has also increased since 1999 to between 31% and 53%. In London and the South, a higher proportion of households purchases smaller accommodation (20% are one bedroom) than any other region, though in the North, one-bedroom dwellings have increased to 15% since 1999. The majority of SO purchasers come from the private sector. In London and the South, 35-37% come from the private rented sector with 35-40% having previously been living with family/friends. In the Midlands and North, 20-25% came from the private rented sector with relatively higher proportions being previously homeowners (18-30%) compared to those in the London and South. Before 1998, around 30% came from the social sector in the Northern region, but less than 10% come now do so.
Nearly 80% are first-time buyers in London and the South, whilst only half are first time buyers in the North. In the Midlands, the proportions are somewhere between the two. Among those who were not previously social tenants, only half were on the LA waiting list in London and the South. The proportion for those in the Midlands and North is much lower (between 14% and 30%). 
Homebuy purchaser
In general, the majority of dwellings purchased by Homebuy purchasers are detached/semi-detached houses (85-90%). In London and the South, the proportion of flats/maisonettes is higher than that of other regions (14-20%).
In the Midlands and North, the proportion of flats recently increased to 8-9%. The majority of households (over 90%) buy 2 or more bedroom dwellings without any difference between the regions. Over 80% are first time buyers in London/South and the Midlands. A slightly lower proportion is first time buyers (67-69%) in the North. Nearly half of those in London/South and Midlands come from the social sector (54% and 52% respectively). In the North the pattern was similar until 2002, but only 20% now come from the social sector with a relatively higher proportions having previously lived with family/friends (41%) and the private rented sector (29%). The proportion of previous homeowners is very low across the region. Among those who were not previously social tenants, nearly all households were on the LA waiting list (between 91% and 100%). It appears that Homebuy purchasers in the London and South purchase slightly cheaper properties (3-14%) than SO purchasers, whist in the Midlands, Homebuy purchasers purchased more expensive properties (3-5%) than SO buyers until 2001. However, since 2002 SO purchasers are buying higher value properties (3-16%) than Homebuy purchasers. In the North, Homebuy purchasers purchased more expensive properties (2-15%) than SO buyers until 2003. The median income of Homebuy purchasers in London and the South is also around 40% higher (£29,861 in 2004) than that of the Midlands and North (£20,481, £20,278 respectively).
Property Values purchased
As shown in the last column, it should be noted that the median income of Homebuy purchasers is generally 20-40% higher than that of SO purchasers. The differences vary between regions. In London and the South, the differences decrease from 32% in 1999 to 9% in 2003. In the Midlands the difference is 26% on average for 6 years whilst in the North the difference is even greater (40% on average).
Annual income compared to total population
We compared these groups with their counterpart in the total population. SO and Homebuy schemes aim to support mainly working households and first time buyers. Table 25 shows the annual incomes of working and young households whose age group is between 20 and 39 only. This age range encompasses the great majority of first time homebuyers. Regional data on the incomes of working households has been obtained form the Family Expenditure Survey as used by Wilcox for his recent research (JRF, 2003) .
Based on this information, we may say that the SO and Homebuy schemes support the appropriate income groups but there is not much variation by region.
Affordability
Trends in property value and income indices
An examination of property values and the incomes of SO and Homebuy purchasers indicates that the gap between the properties bought and incomes has recently increased especially in the pressured areas.
Relative trends in property values and income have been calculated using the first quarter of 1995 as the reference base. Figures 3-5 show the trends of SO purchasers. This 10-year sequence suggests a widening gap between property values and income, especially in London and the South. This indicates property values increase more rapidly than incomes.
As shown in Figure 3 , over the 10-year period, the proportional increases in property values in London and the South have exceeded those of annual incomes. There have been indications that since 2002 income increases have tapered off, while property values have continued to rise, exacerbating problems of housing affordability.
In the Midlands, increases in incomes and property values kept at a similar level until the end of 1998, since when property value increases have been outpacing incomes (Figure 4 ). It should be noted that in the North region, the proportional increases in annual income have exceeded those of house prices till the end of 2001. Since then property values have increased more rapidly than annual income. However, the gap between property value increase and income increase in the North is clearly smaller than that of London/South and the Midlands. 
Affordability measure 1: Price to Income Ratio
As an affordability measure the house price to income ratios (PIR) are calculated for both LCHO purchasers. Figure 9 shows the case of SO purchasers in different regions.
The PIR in London and the South is not surprisingly the highest at between 3.9:1 and 6:1 for the 10-year period. Between 1995 and 1996 the ratios decreased a bit (3.7:1), but since 1997 the ratios have increased to 6:1. The ratios in the Midlands were at a similar level to London/South in 1995 (3.7:1) and stayed much the same until the end of 1998. After that the ratios increased very rapidly, reaching 5. 
Affordability measure 2: Saving
It is difficult to investigate the scale of the savings gap, partly because the data on savings in surveys is often poor and partly because households making their first house purchase often have access to a range of cash sources for deposits, from families, for example, that are not easy to quantify before embarking on home ownership.
Luckily CORE sales data include a question on the total savings of purchasers before any deposit is paid. We can use this as a potential barrier to home ownership. Table 26 shows the savings of SO and Homebuy purchasers used to buy their home. The data shows the cases of working households only. If people had more savings for homebuying, it would mean their monthly housing costs (mortgage) is reduced and so the affordability of paying housing costs becomes more secure. 
Affordability measure 3: residual income
As a further affordability measure, we use residual monthly income. The residual income is calculated by taking monthly housing costs from net monthly income (excluding housing benefit, council tax benefit and interest from savings). For SO purchasers, housing costs means monthly mortgage and rent paid, whilst for Homebuy purchasers, it includes only the monthly mortgage. Table 29 shows the residual income of SO purchasers over the 10 year period since 1995 for working households and retired household compared. It is not surprising that working households have around 25% higher residual income than retired households in the London and South regions and that have 16% higher income in the North. In the Midlands retired households are around 10-12% better off than working households, especially after 1999. However, we have to note that the number in the sample is fairly low.
Residual income of working household by household type
Having a higher residual income means that homeownership is more affordable for a household, as they retain a larger amount of disposable income after paying housing costs. Nevertheless, we may not conclude that working households are better off than retired households, even though they have a larger residual income, as working households are normally bigger than retired household.
Having considered the size of households, Table 30 shows residual incomes by household type of SO purchasers. We selected working households only. In general, the monthly residual income for all household types decreased between 1995/8 and 1999/02 but increased between 1999/02 and 2003/4. Couple (two adult) households with or without children are recorded as a significantly higher residual income group than single and lone parent households throughout the period. The pattern is very similar across the region. Multi-adult households are better off than single and lone-parent household, taking them to the third highest income group in London and South, but not in other regions. 
Conclusions and Implications
The evidence about the successful purchasers through Shared Ownership and Homebuy schemes suggests that there are significant differences between the two schemes and between different housing markets. Equally there are some important similarities.
First, while the proportions of Shared Ownership in London and the South have risen significantly while those for Homebuy have fallen, the current proportions, at just over 75%, are very similar. Shared Ownership does play a role in the North, but Homebuy has so far not been readily available. The changes announced in 2005 may however modify this by enabling people in less pressured areas to benefit from shared equity.
Second, the household attributes of those willing and able to buy Shared Ownership has changed significantly over time shifting away from family households, especially in London and the South, towards single people. Over 50% of Homebuy purchasers on the other hand are family households. These households are also on average slightly older.
Third, because Shared Ownership has related mainly to new build, and is increasingly provided where affordable housing is required through the planning system the proportion of flats has increased rapidly in London and the South. The size of Shared Ownership units has also declined significantly so that the majority are purchasing two bedrooms or less. The results are therefore very different as compared to those for Homebuy, where the vast majority of units purchased on the market even in London and the South East are houses and the vast majority of dwellings bought have two and often more bedrooms.
The difference between the property values of Shared Ownership and Homebuy schemes and between these and average market prices vary considerably between regions. In general in London, the South and the Midlands low cost home owners are buying dwellings below average prices but this is less obviously the case in the North. Anyway, the 15-20% difference observed, especially with respect to Shared Ownership is quite small, given the comparison is with median house prices unadjusted for size. Overall the picture suggests that low cost home ownership purchasers are by no means buying at the bottom end of the market.
Fourth, the same general pattern appears with respect to incomes. Shared Ownership purchasers in London and the South have incomes 50% plus higher than in the Midlands and the North (a somewhat similar difference to that for the prices of the dwellings they purchase) although it is less for Homebuy purchasers). Moreover Homebuy purchasers have significantly higher incomes that those buying Shared Ownership dwellings.
Comparing the incomes of Shared Ownership purchasers to median incomes in the relevant regions, the figures suggest that purchasers in London, especially Homebuy purchasers, are very much better off than average. In the Midlands and the North however purchasers have below median incomes (although not far below). What is particularly clear is that Homebuy purchasers are considerably better off than those using the Shared Ownership scheme -although that difference is narrowing in London and the South Est.
When the comparison is made with the median incomes of younger working households (those 39 and under) the picture is however very different, with incomes between two thirds and three quarters of the regional averages (even lower for shared ownership in the Midlands and parts of the North). Looking finally at affordability, the evidence suggests that property values have risen more rapidly than incomes among low cost home owners, although less so in the North and with considerable year on year variation. Price/income ratios for Shared Ownership have risen from around 4:1 to between 5:1 and 6:1 depending on the region; those for Homebuy purchasers are lower at around 4.5:1 -but have also been rising. The evidence on residual monthly incomes suggests that Homebuy households have incomes available for other needs which are around 20% higher than those for households buying under Shared Ownership and that this proportion is roughly constant across regions. However Shared Ownership purchasers in London and the South have residual income well over 10% higher than those in other regions. Moreover in these two regions, on average, residual incomes have been rising over the last few years.
One reason why residual income have risen over the years is because interest rates have been falling and therefore weekly outgoings, for a given size loan, have been declining quite rapidly. Equally both groups have relatively high savings especially among shared owners and the retired, which further helps to reduce weekly outgoings.
If 'equivalent' incomes are used, the evidence suggests that it is single person households who are getting the most out of low cost homeownership schemes in terms of being able to buy and purchase other necessities; families, single parent families and especially multi-adult households are least able to afford to buy.
Thus the evidence reflects a mixture of supply-side constraints, particularly in terms of the properties available under Shared Ownership schemes, and differential access across regions and schemes.
In terms of regional variation it might be reasonable to argue that in London and the South the schemes are more clearly overcoming affordability constraints; while in the North they are offering a wider range of possibilities, especially perhaps for older households. More generally, Shared Ownership on average appears to be helping those who are less well off, while Homebuy addresses household aspirations to purchase a house without taking on unsustainable commitments.
In terms of deadweight losses it can be argues that Homebuy may well be helping many who could help themselves -but perhaps for other reasons did not want to take the risks involved without assistance. And, if the relevant comparison is with younger working households, targeting appears more effective. Shared Ownership is differentially helping the single -in part because of other pressures imposed by the government on the types of dwellings made available. Homebuy on the other hand enables greater choice and flexibility and is both generally more popular and used by more traditional family households.
Finally mainly because of falling interest rates overall affordability if anything appears to be increasing, although long-term sustainability obviously continues to depend on continuing high employment rates. What is not so clear is whether both schemes are moving somewhat upmarket as compared to need -a possibility compounded by the restructuring of shared ownership proposed in the 2005 proposals.
The evidence presented here suggests that the shift up to 50% for New Build Homebuy as compared to Shared Ownership may exclude a significant number of family purchasers especially in London and the South. The impact of the proposed 3% 'interest charge' on the shared equity element on Shared Ownership is not clear as even subsidised rents which it would replace can reflect a higher rate of return especially outside the South. In terms of Homebuy, the introduction of a 3% charge will clearly worsen affordabilityand may well encourage the shift towards purchasing smaller units by smaller households.
Certainly the schemes are both less flexible and more complicated than the current options, although they will be open to a wider range of households and areas. What is clearest from the available evidence is that relatively small changes in the terms and conditions, the dwellings available and the economic environment may change the client group quite significantly -and rapidly.
